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WASHINGTON, Dec. 18 ~— Follows
ing are excerpts from the prepared
text of a speech today by Attorney
General William French Smith to the
Los Angeles World Council on
threatofSovietespiovwg_e:.

President Reagan inherited an intel.:
ligence community that had been de-
moralized and debilitated by six years -

of pudlic disclosures, denunciation, | -

and —in additicn-budget_axy Limita..

tions. .

Unfortunately; - dm'l'xigr-; this same '

period, our need for a retiable foreign
intelligence capability. was dramati.

_,operatives.- PR
. ‘ gees. Although virtually nonexistent:

‘fraction of these recent refugees have

cally increasing. Communist take-
wenmm Indochina — as well as the
“loss of ‘pro-Western governments in
Central Asia, the Middle East, and the
Horn of Africa — posed new dangers.:
By the time the Russians invaded Af-
ghanistan and the Iranians took our
diplorhats hostage, the Carter Admin.
istration itself had begun to appreciate
the need {or more effective foreign in-
telligence, e o
The:threat to our Government and

groups-was also increasing drama
Ql]y.i‘:’-f‘._\ . .-":‘)"",ﬂ:;‘fi'_:f'v:f‘ Lt

e

This threat, and gardenlarly the
tivities of the K.G.B.; have at long}
received some media attention in
cent months, I welcome this attentioni
because it is important for the Ameri
can public to realizs that hostile inte
ligence agents increasingly operate
the United States under a number

BUISe8. - . - . e vy e ey
First, as diplomats. About one-thi
of the Soviet bloc personnel in th
United States assigned to embassies,
consulates, ard the U.N. ot other inter-
national organizations are believed to
be full-time intelligence officers. And
over the last dozen years the number
of official tatives of
ments with hostile intelligence activi.
ties in our country has increased by 400
percent. . R
Second, as trading company repre-
sentatives. There are dozens of corpo-
rations in the United States that are
largely or exclusively owned by the
Soviet bloc countries. Earlier this
week In Los Angeles,'a Polish trading
company ‘official who had been pur-
chasing classified documents from an
employee of cne major defense con-

.. US. Agents Called Outnumbered -

‘our country_in those. guises has in-
' increased. At one time the F.B.1. could:

" one basis. Now, the number of hostile

tractor was sentenced tolifein prison. -
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Third, as smaents, scientists; and |
reporters. Soviet bloc sxchanges with
the - United States have increased ;
dramatically over the past decade.
And their ranks have been packed with
full-time~ or parttime intelligence

Fourth; as immigrants and’ ‘refu.

prior to 1973, Soviet immigration here:
has- since -then  amounted to some |
150,000: More recently, there has been*
a vast influx of Cuban refugees — who
last year alone exceeded 100,000: We-
believe that a small but significant

been agents of Soviet and Cuban intel.
ligence. . - LTy

Finally, we know that hostile intelli-
gence services continue to infiltrate
agents under assumed identities. In
1980 the F.B.I. disclosed that Col. Ru-
dolph Hermann of the K.G.B. had en-
tered this country through Canada
with his wife and son a dozen years

earlier and had thereafter pesed as a |

freelance pnhotographer living ina sub-
urbof New York City. - Ry
The likely rumber of foreign spies in-

creased sharply over the last decade.
Unfortunately, our resources have not |

match-suspected hostile intelligence
agentsin the United States on a one-to-

agents has grown so much that our

F.B.L counterintelligence agents are
greatlyoutnumbered, .- ... ]
In addition to increasing their num- |
ber of agents, hostile intelligence serv-’
:ices have placed a high priority on
scientific and technical information, j
much of which is unclassified proprie-
tary data. The “Silicon Valley” near|
San Francisc¢o, and southern Califor-‘
nia defense contractors, for example,
have been the targets of intensive for-
eignintelligence efforts, S
- Foreign intelligence agents — oftem
posing as businessmen, diplomats, or
newsmen — befriend employees in the:
United States, request innocuous infor4

“mation on various pretexts with nomi-

nal reimbursement, and finally at-,
in return for substantial cash pay-
ments. In a-case last year, a Belgian
businessman was charged with offer-

tempt to obtain sensitive in!ormation\

" ing up to £500,000 to American employ-

ees to steal computer software .tech-

nology he was seeking for the Soviets.
United States businessmen travel-

ing in the Soviet bloc are lured into

compromising, situations and . then|
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Switzerland. Earlier this month in Los |
Angeles, a Federal court sentenced l
two-individuals to prison for illegally
exporting state-of-the-art computers
and other technological equipment to -
West Germany for diversion to Soviet
bloccountries. - '

The costs to national security are in-
calculable because we depend upon:
our superior technology as a defense’
against Saviet military advantages in!
manpower atnd sheer volume of weap-~ '
onry. A'television documertary on the
K.G.B. shown by the Canadian Broad-
casting Company a few months ago,’
for example, concluded that the theft
of inertial guidance technology by
Soviet intelligence improved the ac-
curacy of Soviet ICBM’s and made
U.S. land-based missiles vulnerable —
and argued that the theft created the
need to build a costly MX missile sys-
tem as a replacement. The multibil.
lion-dollar cost of the proposed MX
missile system may thus illustrate the
effectiveness of Soviet intelligence.

Perhaps even more insidious is the
threat posed by hostile “‘active meas..
ures” in this country, which are aimed|
at m_ﬂuendng public opinion and the
polmt;alh‘fmcss through *“‘disinforma.

“‘agents of influence."” Most |

serious of all, however, is the threat of}
international terrorism. Although we!
have been fortunate as a coumtry to|
have been_spared the degree of terror-|
ism experienced by many of our West.,
em European allies, we cannot permit;
our relative good luck to engemder“
complacency.

A small number of well-trained |

fanatics could e our fortunes |
overnight. As all of you know from
Press reports, the threat is real today.

Libya's capability of Sponsgring an ef- !
fort to assassinate high U.S. Govern-
ment officials provides a sobering ex-
ample. As members of an open society
that is the target of aggressive foreign |
powers, we must all recognize the |
grave threat from hostile intelligence ;
andthe need for more effective U.S. in.
telligence and .counterintelligence,
But we must do maore than mnn[y




